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MEMORANDUM REGARDING DISCREPANCIES BETWEEN 
PEARSON ALLEGATIONS AND THE RECORD 

•January 10, If 41 

I* Tj* Waildi^tce Pest of January 10, Pearsou discussed Mr. McCone** 
reietioas with the Kaiser family and the award of the C~llt contract to Xaieer* 
Fraasr. He qeeted Pi?ir«»«t»tlw CPKenskt of Wisconsin as Mjrtag that Mr. 
MeCooa being merely «•» leave of absence frees bis position as president of the 
Bechtel * McCone C«|. . . . becomes tender Secretary ef the Air Farce and 
arranger a alee fat gift for Ksissr .... Representative CKeneki's statement 
raleed by Mr, McCone during bearing e before tbs Preparedness Subcommittee 
Nn. I of the Senate Armed Services Committee, June 2, 1)11, pages 11-34. Mr. 
McCone pointed net that be bad written Mr. 0*R©neki to deny the statement, and 
Senator Symington bad Mr, McCone's letter to Mr. 0»Kenski placed in the record 
of those bearings. The letter points on* thst tbs Bechtel- McCone Cerp. was 
dissolved In If 45 and tbit Mr. Kaiser did net directly or Indirectly posses* any 
interest is Mr. McCone's companies or any business undertakings under Mr. 
MeCene’s direction. Conversely, Mr. McCone had never been la the employ ef 
Mr, Kaiser or any corporation controlled by him. Pearson stated that Mr. IdcCeas 
did not deny that the Bechtel family owned 4,260 shares of Kaleer- Fraser common 
stoeb. Mr. McCone* e letter elates With regard to the Bechtel family's owner- 
ship ef Kaiser stock, I have mm knowledge whatsoever. 

I* connection with the C-llf contract award to Kaiser -Fraser, Pearson 
Mated that Mr. McCona tried to explain this to Senator Bridges hy saying that the 
Department ef Defense wanted to develop secondary suppliers. He had to admit 
endar cross-examination;, however, that Secretary of Defense Marshall had 
Issued the directive on 'second suppliers* only after the Kaiser contract had 
bean negotiated. Mr. McCone was questioned on this during tbs If 13 hearings 
fpags If h and the Chairman noted that Mr. McCone had first talked to Mr. Kaiser 
«a December 5, ike contract was awarded m December If, Kaiser-Frassr sub- 
mitted proposals on December If, and tbs letter of intent was seat on December 
If, but that the policy oat second sources was Issued on December If. Mr. McCone 
replied, w Ttt, 1 am familiar with that, but I alee know that it was to drafting stages 
and we were ail working over it fnc several weeks, and it was a known policy. 

Like so many things, tree, they might be subject to change before actual Issuance, 
but It had been a subject of common discussion among us, tbs Secretaries and 
finder Secretaries lor sense time; therefor* we felt that we were conforming to 
the established policy as developed to conference, although 1 do know that the 
actual paper which I quoted here was not issued until December It. Pearson 
also says that No fscUitlsa or cost studios had boss mads, and tbs .Mr Force 
bed no idoa what Kaiser was going to chargs finds Mm far being bailed out at 
Willow Run. to the testimony before the Subcommittee (page IS) Mr. McCone 
stated 
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Tha thinking bnhlnd it was this 3 tha Mw 

t» the Alt Material Command can, from tha ksowladge of the plant* 
they have bv>Ut u<i grown up with, they can ***? asaily calculate 
what the production la going ta fee, and they know Jo#t about what 
the tooling coat* will fee. Tfea officer * * - C#»#r* 1 Cook hi* »«*'■ 
kasw more about what tha to«lia| and what tha production at Wiilew 
Run would h« than tha Rainer- Fraser Co. ever 414 because they 
were prefeaaienale la tha business, am4 hara waa tk* centirnator, 
who was aa amateur. So they coaid roach a conclusion vary a* ally* 
vary aaaUy, that this plan* could ha aaad proparly far tha mrnnn- 
factera of tha plana, *»4 fthay Uhawiaa know that certain long lead 
time machine tool a would hava to ha purchased or gattaa Into pro- 
dustiea; thar* wa# need far tha plana, irrespective of whara It wa* 
produced. That I* what tfeay waetod ta gat <w4ar way. That la why 
thay ieaead that lattar promptly. 1 think that thar# waa only fear or 
fiy« million dollar a that waa authorised at that lima far expenditure 
far lhaaa particnler long load time llama. Catting that atartad than 
thay canid ptocaad In a mart ordarly fashion with other detail* of 
tike negotiation*. That ta mm seamed to he a proper procedure a«4 
waa pursued la a grant many athar caaa*. 

January 1I» WW 

-WftfmrrniriW nrr-rvHn 

la hla aalnma of January 11, Faaraaa atatad that Ha /Sir. McCaaa? ha* 
had a continuing clot* financial connection with tha Henry 1, Kaiser Interacts to 
which, aa tender Secretary for Air, ha gave a nary interesting Rickie contract 
for making Flying Boxcars <C-Uf) in thn rncerd lima of 10 days, at a price 
throe time# greater than that of Kaiser*# competitor, Fairchild, and then 
quoted a statement made fey Mr. M cC«m at tha confirmation hearing# haters 
the Joint .Atomic Energy Committee on Inly S, if 51, that ha had avmm hoainaaa 
relationships with Kaiser inasmuch aa a jointly ©wood company, 25 par cant 
owned hy Handy and id par cant owned hy Kaiser Aluminum. had a long-range 
contract to transport Kaiser** bauxite from Jamaica te Baton Rouge. Pearson 
Shan quoted a statement made hy Mr. McCone hafora th* Senate Armed Sendee# 
Subcommittee regarding tha C- Ilf contract in Which Mr. McCone atatad ha had 
no business ralatlenahip with. Kaiser far year a. Tha infaranca la that tha state- 
ments ware Inconsistent. The lattar statement wa# made In Iff! hafora the 
Prepared#*** Subcommittee No. 1 mi tha Senate Armed Service# Committee 
and wa# accurate at that time. Tha farmer statement about th* joint owner- 
ship of the shipping company waa made in If 5S and wa* accural# at that lima. 

In between, in about If Sf, tha Joshua Handy Corp. had hid on a bauxite trans- 
ports tie* contract for Kaiser Aluminum. Whan tha contract waa awarded to 
Joshua Beady, in order to. carry out Its terms Joshua Handy and Kaiser Aluminum 
jointly formed a shipping company. 
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Faarsoa the* <**©1*9 portion* of hearing* hafor# th* Mova* 

C«n«tu«* m tha IterckUBt Viariae and Fisheries, 21 through 24 Stpttsabtr 1944! 
la support an tlt«|Att«B that VfcCoas sad Kaiser % . » parlayed *s Investment ©I 
$190, @00 into a profit af $44, 421, @09, - Mr. McCes* teetiflad daring that* hear- 
lag*, and ©a pages 191-192 b# UMifiti that the California Shipbuilding Carp, 
raised a fatal mt $7, 300, 090 working capital, composed erf $000, 000 erf stock, 

$2, 70S, tie In tehordiaafed stockholder** loans, sad $4, 0@C, 000 of book lean*. 

Tin grata aaralagft ow a lira* fact period «ft«r renegotiation and r*eaptar* 
wars $3$, 141, 000. 00, nonreimbursable cotta tacurred wars $4,107. 960. 4$, 
m 4 tax#* paid or accrued war# $22, 191,110. @2, leaving a oat after* taxes profit 
of $0, 792, 043. i@. These aat profits war a , 6§9 of oaa par ««at «a tba #919, 000. S0@ 
value of tba 407 ship# produced. 


la Mi column of January 12, Paarson <g«ot*4 further excerpt* from tba 
1940 hearing* to infer tint Mr. McCone** tataraata made nado# profit* oat of 
Unit wartime shipbuilding icUfitiii. Th# facta « r# at ««t forth abort and all 
contract* aarf ar rang emast* war* la accord with normal Maritime Commiaatos 
policy and practices. 


J anaary 1 7, 1902 

it a n t»i nn *— >WW m i n* ’ tttMtwu* - 

On Jaaeary 17, Pearson- published allegation# and atat«m«nt* inferring that 
tba award erf tha contract to oparata tba aaciaar powarad Savannah want to a shipping 
company know* aa Slat** Marina by iaftaaac* aoeaahow exerted by Mr. McCswt#. 
who, according to Fear a on. wat la partnarablp with States Marina, la tha 
caafinnttlM haariaga bofora tha Sanat# Armed Service# Committee on 10 January 
1902, Mr. Me Con* testified that ha bad ao dir act or indlract iataraat in States 
Marino although ha bad an Iataraat is othar vestures with tha Marcar family who 
war* uni of tba owner « erf Stataa Marina and that soma of hi*, Mr. MeCona's, 
shipping intaraats had kiiait* arrangement* with Stataa Marina. Ha taatifiad 
farther that n# knaw nothing of tha crania landing up to tba award of tha Savannah 
contract, and it waa awardad prior to Mr. McCone's membership is tba Atomic 
Enargy Commission. Tib* contract was awardad by tha Department of Commerce, 
and the only participation by tba Atomic Energy Commission am* at tha staff level 
where tha Atomic Energy Commission merely voiced a so objection to the 
award. Mr, McCoo# testified that ho spoke to so mm is the Government shoot 
the Savannah contract prior to tha time it area awardad and knaw nothing about 
it until after tha award had takas place and, therefore, had nothing to do with 
the aaatgansest to States Marine. 

January 22, 1942 


Sa Me celawsn of Janaary 22, Paarsoa noted Mr. McCone 1 * holding* in 
Standard Gil of California and Standard OH of Haw Jar say and that his holdings 
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la Standard of California make Mas tha second biggest atockholdar in a company 
Wkm* profit* and Intern are mtlftrkUjr influenced fey Central Intelligence. In 
Mi te alimony before the Sonata Armed Sereica# Committee on M January, 

Mr, McCone testified that list figure of $1, 000, 090 a* M« holding* in standard 
OU of California w*« approximately correct, although a little low, feet that fe« 
waa for from feeing tfe* second biggest stockholder in that company. Ha testified 
that fea had «e investment of any *art ia Standard Oil of New Jersey. Ha aiao 
testified that fea could not think df any meaner la which hi* Standard of California 
holding* could iaftaence Mm in ceraeectton with hit (fatten a* Director of Central 
latelUgeace. Mr. JtfcCeae farther testified that tfea position of tha Director of 
Central Intelilgaace wan not a policy-making position. Pearaen'a claim of CIA* a 
tola In Middle East affair# la feaaad cm a folaa aaaumpiioa, 

Ftmraoa anted at tha and «f tfea column that State* Marina got tha pria# 
atomic merchant #felp Saoaaaafe contract whan McCone wa* AEC Chairman. Ac 
noted afeere, the award wa a made to States Marina fey tha Department of Com- 
merce before Mr. McCone war a member of the Atomic Energy Commission* 
a* Pearson himself stated in hi* column of IT January. 
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